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ocal Government Finance

I agree that our system of local government finance cannot be left as it is, and that
adical change is needed. But it is important to distinguish between two distinct issues:
irst, the structure of local government finance and, second, the precise nature of the tax
hich local authorities are empowered to levy.
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5, The Secretary of State for Education and Science has suggested in E(LF)(85)2 that we
should look also at changes in the way education is financed, I agree. Indeed, I think we
should go further than he proposes and consider the implications of the Govern,ment taking
over complete responsibility for the financing and some aspects of the management of
education. The financing could be done either by retaining the proceeds of non-domestic
rates as a national tax or by hypothecating the bulk of the present RSG specifically to
education expenditure. Either way that would give us the opportunity of reducing local
authorities' reliance on central Government funding and of producing a closer link between
local expenditure and local revenue. It would give us a better chance of securing the
delivery both of the major educational reforms set out in "Better Schools" (Cmnd 9469) and
of a more coherent system of salaries and conditions of service for teachers.

Local taxation

6. It is only when we come to the question of what local tax we should have that I have to
depart altogether from the proposals in the Specification Report. The report recognises
that a flat-rate poll tax would be politically unsustainable; even with a rebate scheme the
package would have "an unacceptable impact" on certain types of household. The biggest
gainers would be better off households in high rateable value properties; the losers would be
poorer households, particularly larger ones. Tables 3(a) to 3(e) give a horrifying picture of
the impact. A pensioner couple in Inner London could find themselves paying 22 per cent of
their net income in poll tax, whereas a better off couple in the suburbs pay only 1 per cent.

.  We should be forced to give so many exemptions and concessions (inevitably to .the
Benefit of high spending authorities in Inner London) that the flat-rate poll tax wounld. rapidly
become 2 surrogate income tax. That is what a "graduated residents' charge" is. The
Introductory Report, for very good reasons, rejects local income taxes.
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